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COMMENTS OF AMERITECH IN RESPONSE
TO FURTHER NOTICE OF PROPOSED RULEMAKING
Ameritech' submits these comments on the Commission’s further notice of
proposed rulemaking in the above captioned proceeding.? In the FNPRM, the
Commission solicits comments on two proposals -- first, its proposal to permit
carriers to assess a primary interexchange carrier charge (“PICC”) on special

access lines to recover revenues for the common line basket and, second, its

! Ameritech means: Illinois Bell Telephone Company, Indiana Bell Telephone Company, Incorporated,
Michigan Bell Telephone Company, The Ohio Bell Telephone Company, and Wisconsin Bell, Inc.

2 In the Matter of Access Charge Reform, Price Cap Performance Review for Local Exchange Carriers,
Transport Rate Structure and Pricing, End User Common Line Charges, CC Docket Nos. 96-262, 94-1,

91-213, 95-72, First Report and Order and Further Notice Of Proposed Rulemaking, FCC 97-158
(released May 16, 1997) (“FNPRM").



proposal to assign a general support facility (“GSF”) investment and expense to

the Other Billing and Collection (“OB&C”) category.>

L THE COMMISSION’S RULES SHOULD NOT REQUIRE THE
RECOUPMENT OF A LOCAL EXCHANGE CARRIER’S OWN
NONTRAFFIC SENSITIVE LOOP-RELATED COSTS THROUGH
AN ASSESSMENT ON SPECIAL ACCESS SERVICES.

Because of other rate structure and cost recovery changes implemented by
the Commission in the FNPRM, the subscriber line charge (“SLC”) on mulitiline
businesses will probably increase. In addition, as PICCs are introduced,
interexchange carriers (“IXCs”) will be required to pay higher charges for their
multiline business end user customers. This combination could cause a
significant additional in;:entive for end user customers and IXCs to reconfigure
their services to utilize less switched access and more special access services. To
counteract that incentive, the Commission has proposed to permit price cap LECs
to assess a PICC on special access lines to recover revenues for the common line
basket (but not the transport interconnection charge (“TIC”) or marketing
expense). The special access PICC would be no higher than the PICC that could

be charged for a multiline business line.

Ameritech opposes any requirement for carriers to recoup their own

common line and related (e.g., loop port) costs via a charge on special access lines.

This would merely create a new intracompany, interservice subsidy that would

3 Id. at 19397-418.



burden some of the LECs’ most competitive services. While the assessment of
higher PICCs and SLCs on multiline business services might discourage a
migration of LEC customers to special access services, the assessment of
additional charges on special access services might also simply encourage a
migration of LEC customers to the services of competitors. Moreover, there
would likely be substantial administrative costs to establish and bill PICCs on
special access services, and a LEC might legitimately decide that the cost burden
is not outweighed by any benefits to be gained by assessing a charge that the
Commission acknowledges “is temporary in nature and will be phased out as the
single-line PICC is phased in.”*

On the other hanél, Ameritech does not oppose the Commission’s proposal
to permit LECs to implement such a mechanism,’ provided that LECs are not
penalized (e.g., via a mandatory index reduction for other rate elements) if they
choose not to implement such a mechanism. Individual LECs could then make
the determination whether implementing the subsidy would have an adverse

competitive effect and whether the implementation costs would be outweighed by

the benefits.

* Id. at 1404. Ameritech, however, would not object to a rate structure that assesses special access

services with an appropriate share of the cost of a carrier’s general universal service obligations (e.g.,
contributions to the federal high cost fund).

> FNPRM at 1403.



II. AMODIFICATION OF PART 69 WOULD BE THE APPROPRIATE
METHOD TO CORRECT AN UNDERALLOCATION OF GENERAL
SUPPORT FACILITIES AND INVESTMENT AND EXPENSE TO
OTHER BILLING AND COLLECTION.

In the FNPRM, the Commission notes that, because of its prior rulings, no
general purpose computer costs have been assigned to the OB&C.® However,
AT&T’s estimate -- carefully timed to coincide with its strategic decision to
migrate away from LEC billing and collection services -- is overstated because it
assumes that the misallocation applies to the entirety of the general support
facilities (“GSF”) summary account 2110, as opposed to only the account for
general purpose computers, Account 2124.

While Ameritech cioes not object to the reallocation if properly done, it
should be clear that no downward adjustment to price cap indexes associated with
interstate rates should result. This cost change, like the change in the booking of
other post-employment benefit (“OBEP”) expenses, is a “non-economic” cost
change which should not be given “exogenous” index treatment.” As the

Commission has found:

Thus, we find no public interest argument for changing the LEC’s PCI in
response to an accounting change that does not affect cash flow.?

b 1d. at 1412,

" See, In the Matter of Price Cap Performance Review for Local Exchange Carriers, CC Docket No. 94-1,
First Report and Order (released April 7, 1995), 10 FCC Rcd. 8961, 11292-313.

8 Id. at 1296.



Like the historical “pay-as-you-go” treatment of OPEB expenses, the current
allocation of general purpose computer investment and expense was embedded in
access rates prior to price caps. Nonetheless, the Commission has specifically
found that changing the booking of those OPEB expenses to an accrual basis is
not an economic cost change and does not justify exogenous cost adjustment to
price cap indexes.” Similarly, a reallocation of general purpose computer
investment and expense to OB&C, which does not result in any economic cost
change, does not justify a price cap index adjustment.

In addition, if the Commission were to require index adjustments at this
time, it would have to permit further adjustments later as the allocation changes.
As noted above, AT&T I;as decided to migrate away from LEC billing and
collection services. This and other market developments means that current
allocations are not likely to be stable in the long run. Requiring index
adjustments with the initial reallocation, therefore, would just be introducing an
element of instability into LEC access rates and should be avoided.

To deal with this underallocation, the Commission has proposed two
different mechanisms. First, the Commission proposes that a special study be
conducted to determine the percentage of investment in Account 2124 (general
purpose computer investment) that is used for billing and collection activities.

That ratio, multiplied by the ratio of the dollar amount in Account 2124 to the

® Id. at 1309.



dollar amount in account 2110, which accumulates total GSF investment, would
be applied to the interstate portion of account 2110 to determine a dollar amount
that represents general purpose computer assets used for interstate billing and
collection activities. The remainder of the interstate portion of that account
would be apportioned among the access elements using current investment
allocators. Expenses would be treated similarly, with downward exogenous costs
adjustments being made to all price cap baskets. In addition, “Interstate Billing
and Collection” would be added as a new section to a price cap LEC’s cost
allocation manual.

Ameritech does not support this “Part 64” option. The Commission
speculates that price cal; LECs may already be required to study the use of
computer investment in Account 2124 as part of the process of allocating joint
investment between regulated and nonregulated activities pursuant to Part 64 of
the Commission’s own rules.'® However, in Ameritech’s case, no special study of
computer investment is performed. Rather, these costs are apportioned on the
basis of indirect attribution (using salary and wages). In addition, it would be
inappropriate to use a Part 64 special study -- traditionally used pre-separations --
to determine the allocation of amounts that have already flowed through the
separation process. Finally, special studies are expensive and difficult to perform

and should not be required where other reasonable alternatives exist.

Y 1d. at 1416.



Instead, Ameritech favors a variation of the Commission’s second proposal.
That option involves the modification of §69.307 of the Commission’s rules to
require the use of a general expense allocator to allocate the interstate portion of
account 2110 between OB&C and all other elements and categories. Specifically
the Commission proposes the use of the “Big Three Expense” allocator, excluding
any account or portion of an account that is itself apportioned based on the
apportionment of GSF to avoid circularity.

This proposal, however, should be slightly modified because it results in an
overallocation to OB&C. Instead, the Commission rules should require an
allocation of the interstate portion of Account 2124 (general purpose computers
only) investment to the i)illing and collection category based on the results of the
“Big Three Expense” allocator in Part 69. The remaining GSF investment
(account 2110) not allocated to OB&C would be distributed to the other
appropriate access elements and categories in the usual manner described in
subsection 69.307(c). (There should be no additional allocation of the remaining
GSF to OB&C.) Since it is the underallocation of general purpose computer

investment that is the source of the current underallocation, it is that subaccount

that should be the focus of the reallocation.



In light of the foregoing, the Commission should modify the allocation of
GPC investment and expenses to OB&C by using the “Big Three Expense”
allocator to the interstate portion of Account 2124 and to treat the associated
expense in accordance with current procedures, reflecting the revised distribution

of investment to OB&C. No price cap index adjust is required.

Respectfully submitted,

{
Michael S. Pabian
Counsel for Ameritech
Room 4H82
2000 West Ameritech Center Drive
Hoffman Estates, IL. 60196-1025
(847) 248-6044

Dated: June 26, 1997
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701 PENNSYLVANIA AVE NW SUITE 900
WASHINGTON DC 20004



COLLEEN BOOTHBY

JAMES BLASZAK

KEVIN S DI LALLO

SASHA FIELD

ATTORNEYS FOR

AD HOC TELECO USERS COMMITTEE
1300 CONNECTICUT AVE NW SUITE 500
WASHINGTON DC 20036-1703

MARY ROULEAU

LEGISLATIVE DIRECTOR

CONSUMER FEDERATION OF AMERICA
1424 16TH STREET NW SUITE 604
WASHINGTON DC 20036

DR BARBARA O CONNOR CHAIR
DERALD DEPO PRESIDENT.
ALLIANCE FOR PUBLIC TECHNOLOGY
901 15TH STREET NW

WASHINGTON DC 20005

CHARLES H HELEIN

GENERAL COUNSEL

AMERICA’S CARRIERS
TELECOMMUNICATION ASSOCIATION
8180 GREENSBORO DRIVE SUITE 700
MC LEAN VA 22102

CURTIS T WHITE

MANAGING PARTNER

ALLIED ASSOCIATED PARTNERS LP
ALLIED COMMUNICATIONS GROUP
GELD INFORMATION SYSTEMS

4201 CONNECTICUT AVE NW SUITE 402
WASHINGTON DC 20008-1158

JOHN ROTHER ESQ

DIRECTOR

AMERICAN ASSOCIATION OF RETIRED
PERSONS

601 E STREET NW

WASHINGTON DC 20049

DR MARK N COOPER
CONSUMERS UNION

1666 CONNECTICUT AVE NW
WASHINGTON DC 20036

DAVID J NEWBURGER
AMERICAN ASSOCIATION FOR ADULT &
CONTINUING EDUCATION ... ET AL

ONE METROPOLITAN SQUARE SUITE 2400
ST LOUIS MO 63102

CAROL C HENDERSON

EXECUTIVE DIRECTOR DC OFFICE
AMERICAN LIBRARY ASSOCIATION

1301 PENNSYLVANIA AVE NW SUITE 403
WASHINGTON DC 20004

SCOTT L SMITH

VICE PRESIDENT OF

ALASKA TELEPHONE ASSOCIATION
4341 B STREET SUITE 304
ANCHORAGE AK 99503



W FRED SEIGNEUR

PRESIDENT

SERVICES-ORIENTED OPEN NETWORK
TECHNOLOGIES INC

109 KALE AVE

STERLING VA 20164

MARK C ROSENBLUM
PETER H JACOBY

JUDY SELLO

AT&T CORPORATION
ROOM 3245G1

295 NORTH MAPLE AVENUE
BASKING RIDGE NJ 07920

LEON M KESTENBAUM

JAY C KEITHLEY

H RICHARD JUHNKE

SPRINT CORPORATION

1850 M STREET NW 11TH FLOOR
WASHINGTON DC 20036

MARY MC DERMOTT

LINDA KENT

KEITH TOWNSEND

HANCE HANEY

UNITED STATES TELEPHONE
ASSOCIATION

1401 H STREET NW SUITE 600
WASHINGTON DC 20005

RICHARD J HEITMANN
WORLDCOM INC

515 EAST AMITE
JACKSON MS 39201-2702

ROGER HAMILTON CHAIRMAN

RON EACHUS COMMISSIONER

JOAN H SMITH COMMISSIONER
OREGON PUBLIC UTILITY COMMISSION
550 CAPITOL ST NE

SALEM OR 97310-1380

GENE C SCHAERR
DAVID L LAWSON
SCOTT M BOHANNON
AT&T CORPORATION
1722 EYE STREET NW
WASHINGTON DC 20006

BRADLEY STILLMAN

DON SUSSMAN

CHIRS FRENTRUP

ALAN BUZACOTT

LARRY FENSTER

MCI COMMUNICATIONS CORPORATION
1801 PENNSYLVANIA AVE NW
WASHINGTON DC 20006

CATHERINE R SLOAN

DAVID PORTER

RICHARD L FRUCHTERMAN II1I
RICHARD S WHITT

WORLDCOM INC

1120 CONNECTICUT AVENUE NW
WASHINGTON DC 20036-3902

ALEX J HARRIS
WORLDCOM INC

15TH FLOOR

33 WHITEHALL STREET
NEW YORK NY 10004



PETER A ROHRBACH

DAVID L SIERADZKI

F WILLIAM LE BAU
WORLDCOM INC

HOGAN & HARTSON LLP

55 13TH STREET NW
WASHINGTON DC 20004-1109

ROBERT J AAMOTH

JONATHAN E CANIS

ATTORNEYS FOR COMPETITIVE
TELECOMMUNICATIONS ASSOCIATION
SUITE 1100 EAST TOWER

1301 KSTREET NW

WASHINGTON DC 20005

GENEVIEVE MORELLI

EXECUTIVE VICE PRESIDENT AND
GENERAL COUNSEL

COMPETITIVE TELECOMMUNICATIONS
ASSOCIATION

1900 M STREET NW SUITE 800
WASHINGTON DC 20036



